UNITED STATES DEPARTMENT OF AGRICULTURE Notice FC-9
Farm Service Agency

P.O. Box 2415 _
Washington, DC 20013-2415

1980-B
For: State and County Offices
Farm Credit Programs Guaranteed Writedowns Worksheet

Approved by: Deputy Admunistrator, Farm Credit Programs

1 Overview

A

Background On October 13, 1995, FSA issued a procedure notice revising FmHA
Instruction 1980-B to permit lenders to capitalize interest when
restructuring Farm Credit Programs guaranteed loans. Capitalization of
interest can only occur as long as the new principal amount after
restructuring does not exceed statutory loan limits. As a result, the Farmer
Programs Guaranteed Writedown Worksheet, which was issued with the
Unnumbered Letters of May 19, 1995, and June 9, 1995, is obsolete.

B

Purpose The purpose of this notice is to: ¢
» issue a revised Farm Credit Programs Guaranteed Writedown

Worksheet, FSA-1980-88, to permit the capitalization of interest
» provide additional guidance on completing writedowns under FmHA
Instruction 1980-B, Section 1980.125.
Disposal Distribution
November 1, 1996 State Offices; State Offices relay to County
Offices and Ag Credit Teams
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2 Action

A

State Office and Use the Farm Credit Programs Guaranteed Writedown Worksheet in

Ag Credit Team Exhibit 1 to document the decision to write down the guaranteed loan
and pay the required loss claim.
Complete the worksheet before consenting to a writedown. File the
completed worksheet in position 3 of the County Office case file.

B

Calculating Present value is the present worth of the future payments discounted to

Present Value for the current date. Calculate present value for writedowns of guaranteed

Guaranteed loans as follows.
Writedowns
'Step Action
1 Calculate the balance available to service the guaranteed loan by subtracting all
other debt payments, regardless of lien priority, from the "Balance Available for
Term Debt Repayment" on the lender’s cash flow projections.
2 Determine the loan amortization factor based on the proposed term and the
interest rate of the restructured loan after writedown.
3 Divide the balance available by the amortization factor.
Example:  Balance Available - $10,000; Term - 15 annual payments; Rate
of Interest - 10 percent fixed; Amortization Factor - .1315;
Present Value - $10,000/.1315 = $76,045.63
4 If the lender’s cash flow projects that the balance available will definitely
change during the loan repayment schedule, the present value should be
calculated with an uneven payment stream.
Continued on the next page
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2 Action, Continued

—

Notice FC-9

Calculation Situation:  The borrower’s cash flow projects that there will be an
Example initial balance available of $7,000. After 3 vears, the balance available
will increase to $10,000. The loan will be rescheduled for 15 years at a
10 percent fixed annual rate of interest. The present value is
calculated through the following steps.
Step Action
1 Calculate the present value of the new balance available for the guaranteed loan
for the new term of the loan.
$10,000/.1315 = $76,045.63 (see subparagraph B.)
2 Divide the initial balance available by the amortization factor for the period this
amount is available.
Balance Available - $7,000; Amortization Factor for 3 years at
10 percent - . 4021; Present Value - $7,000/.4012 = $17,447.66
3 Add the 2 values from step 1 and 2.
$76,045.63 + $17,447.66 = $93,493.29
4 Divide the new balance available by the same amortization factor used in step 2.
$10,000/.4021 = $24,869.44
5 Subtract the value in step 4 from the value in step 3. This will be the present
value of uneven payments.
$93,493.29 - $24,869.44 = $68,623.85
D
Writedowns of When 2 or more guaranteed loans are written down, cross-collateralize
Multiple Loans security, and write down or write off the loan with the shortest
repayment term first.
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2 Action, Continued

E
Ordering Forms

3 Contacts

A
Contacts in
National Office

12-1-85
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FmHA Instruction 1980-B and FmHA Instruction 1980-B, Section
1980.125 can be obtained from the KC Warehouse.

» Ag Credit Teams and County Offices shall order through the State
Office.

e State Offices shall submit ASCS-159 to the KC Warehouse.

e FSA-1980-88 will be available on WordPerfect Forms Release No.
33.

Direct questions regarding this notice to the Farm Credit Programs
Guaranteed Servicing Branch, Philip Elder or Bruce Mair, through the

Area Office.
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Notice FC-9

Exhibit 1

REPRODUCE LOCALLY. inciude form rumbes and dete on alf reproductions

FSA-1980-88 U.S. DEPARTMENT OF AGRICULTURE 1. BORROWER NAME
(11-29-6) Fasm Bervica Agency
2 CASE NO.
FARM CREDIT PROGRAMS GUARANTEED WRITEDOWN WORKSHEET
3. LOANNO.

IThis worksheet must be used to documant the decision to write down the guaranteed losn(s) and pay the required joss clarm(s). Ths
must be befors Wting to 8 writed

ERLE pEB Al
4. GUAR'MTEED LOAN BALANCE:
A B. C.
Principal interest Totat
{5. RATES AND TERMS:
A B. C.
h Rats for R ring Restructuring Terms Amortization Factor(s)

D. Select Type of Amortization:

[ 'Anmnl I luoﬂm'y lOﬂ\Of (Explain):

NOTE: Dont forget to move decimal point, ¥ the amortization factor is from s table usad to amortize s loan of $1,000, the decimal point

must be moved 3 spaces to the lef
1°.  Beiance Avalable:
u.  Less Payments to Other Creditors -}%
b.  Avalabie for Repay on G d Loan [3
7.  Prusent Valus: (NOTE: Hem 7 must be squs! to or grester than item 14 (n order to obtain
debt writedown. it tam 7 is less than item 14, the should be } $

f ennua! amostizstion (kem 68 divided by kem 5C)
OR

Estimated Time for Final Disposition (Not fo exceed 60 days)
9. Expected | or Vaiue | for real estute security: ( P ADpreci
or Other income) $
10. Market vaiue of chattsi security
Estimatsd time for Fina! Disposition (Not fo sxceed 9O deys) $
11. TOTAL (kern 8 + § + 10) s
12 Expensas of Vaive Decreass:
A Prior Lisns Including Unpald Taxes or A (attach sietements or invoices) |3
b.  Depraciation:
{1) Real Estate $
(2) Chatteis
c.  Essentia! Repeirs (aftach estimats)
¢.  Other costs:
(1) Closing costs H
(2) Surveys H
(3) Freight S
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Notice FC-9 Exhibit 1

FSA-1980-88, Continued e

F5A-1930-38 (Raverse) (11-2005)

(4) Outside Er or Tech I A 3
. Advertising . H
f Commissions:

{1) Reai Estate s
(2) Equipment 3
(3) Livestock 3

g interest Cost (Not to exceed PO days)
. $
s
h  Hazardous Waste Removal (sttach estimats) 1]
13. Total Costs (Add kem 12a through item 12g) $
14. Net Recovery Vaiua: (tem 11 minus item 13) $

n = =

15. New Debt After Wiitsdown (item 7) $

18. Amount of Writadown {itam 4C minus kem 15)
% of Guaruntee: $

17. loss Payment to the Lender (tem 18 X Percent of Guarantse) $

18. REMARKS:
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